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BURLINGTON, 


It would be easy to infer from your Feb 


,e. 


ruary article about average yields in) 1g40 
on Stock Exchange common. stocks that 
banner 


the market is simply waving a 


marked “your opportunity—hurry!" in the 
face of investors. Scrutiny of details shows, 
however, that discrimination IS as Necessary 
as ever it was in the poorer years of indus 
try. A great many listed stocks haven't paid 
any dividends in a decade. Some of them 
wont pay anything for a long time to come. 
The record of 1940 was chiefly useful, as | 
view it, in focusing attention upon the 
risks attached to common stocks, with em 
phasis upon the need for careful study be 
fore any stock ts bought. 


W. N. P. 


NEWARK, W. Jf. 


... These are the few stocks I own. ( TAc 
enclosed list consisted of dividend payers, 
well diversified.) You 


taste is on the conservative side, but I must 


will note that my 
admit that the absence of active speculation 


While | 


speculated deliberately in livelier market 


s a constant irritation. seldom 
periods, it was the trading of more venture 
some persons that stimulated my interest in 


stocks. A cheer tor the old davs! 


FR. BD. 


SANDUSKY, OHIO 


... In the natural course of military de 
fense expenditures, it is probable that the 
people of this country are going to be soli 
cited in a big way to buy Government 
bonds. They won't pay very much interest, 


but everyone protection ot 


keeping the 


America at heart will buy all he can. Just 


s Letters to the 


the same, with all the big payrolls in indus 
try it seems likely that Investors In some 
large groups, where industry is particularly 
active, ought to have a surplus above their 
purchases ot Government bonds, and with 
it common stocks of the first rank could be 
bought in order to elevate the joint earn 
Ing: power of both investments. Such aver 
aging occurred to me upon reading about 
the 5.7 per cent average yield on Stock Ex 
¢ hange stocks in 1G4o. 

This 


higher than I had supposed it to be, and 


average yield was a good deal 
I believe it must have surprised a great 
many other people, too. I notice that it 
was the best since 1932, when stocks were 
selling at what later proved to be ridicu 
lously low levels. But this time the yield 


was produced by more than $2,000,000,000 


in dividends a near record for the past 
ten vears 


instead of by the depressed 
market i 


values of 1932's atmosphere of 
gloom and despair. 


Fee 


NEW YORK CITY 


Securities don’t ft into “merchandising” 
methods any more than real estate does, in 
spite of all I've seen printed about such 
schemes in THe Excuance. Do you buy a 
house or a plot of land because some sales 
man puts the bee on you? Not on your life. 
The house you buy is one that fits your 
needs. You buy a lot that strikes you and 
your wite as the one that'll give you a good 
view, or good drainage when you build 
your home. The same way with stocks and 


bonds: 


the ones you buy should not be 


those which are sold to you but the kind 
that are suited to your individual invest 


ment re quireme nts. 


G. McM. T. 





editor, in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


CHAMBERSBURG, PA. 


It I have $500 to $1,000 1n cash over and 
above the cost of cow feed, living expenses, 
etc., at the end of a year, a few shares of 
stock usually go into my safety deposit box 
at the bank. Can't call myself a “regular 
investor” because some years don't do as 
well as others, but, as your publication rep 
resents the market where I did business 
with some success before going back to the 
land, I want to say that anything that hurts 
business on the Stock Exchange hurts me, 


too. ee 
S.. 'K.. 


CHICAGO, ILL. 


If secondary distribution is the proper 
description of sales of listed securities out 
side of the New York Stock Exchange, 
what is primary distribution? Iam puzzled 
by both terms, for in ordinary discussion of 
the markets it seems as though the Stock 
Exchange is considered as the primary mar 
ket, whereas stocks and bonds are sold to 
the public by underwriters in an operation 
which precedes the listing of the securities 


on the Exchange. he 
B.J.O'C. 


Editor's Note: 


parlance, 


Strictly speaking, in Stock Exchange 
“primary” 


apphes to the distribution of 
new securities by underwriters and offering groups. 
The market on the Stock Exchange is the “listed 
market”: primary” came into usage 
in connection with it because the “listed market 
is the principal organized securities market. Th 
Stock Exchange 
has come to apply to certain transactions in exisung 
listed issues which, with the Stock Exchange's aj 
proval, are conducted off the 


Ippears Necessar 


and the term 


term “secondary,” in parlance, 


Exchange when it 


to re-distribute certain securities 


rapidly by merchandising methods rather than 1 
the auction market which at the time may not | 
thle to absorb large blocks of stocks quick] 


nt 
iz. 
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Sampling of List Reveals Stockholder Growth 


PD ETWEEN 60 and 75 per cent of all 
dividend disbursements in the coun- 
try go to persons with annual incomes of 
$5,000 or more’—This statement was 
made recently by Chairman Joseph C. 
O'Mahoney of the Temporary National 
Economic Committee. His estimate was 
based upon a study of industrial profits 
prepared for the Committee by Martin 
Taitel, senior consulting economist of 
the Works Projects Administration. 

The trend has long been familiar to 
the members of the financial community 
and to those connected with the man- 
agement of industrial corporations. The 
definite apportionment is interesting. 
Only 592,000 persons had incomes in ex- 
cess of $5,000 in 1938, the most recent 
vear for which income statistics are com- 
plete. Relatively few persons, in compari- 
son to the number who have motor cars, 
insurance policies or bank deposits, par- 
ticipate directly in the ownership of 
American business. 

To adherents of the system of produc- 
tive enterprise this may appear a discour- 
aging result. It may seem that little, if 
any, progress has been made in recent 
vears in widening the distribution of cor- 
porate wealth. But here’s another side of 
the story: 


Since the first quarter of 1929 the total 


number of common stockholders in fifty 
typical corporations listed on the New 
York Stock Exchange has increased from 
1,047,050 to 3,659,644. 

The companies referred to are not a 
hand-picked group of “growth” corpora 
tions selected with benefit of hindsight. 
The list includes many issues which have 
been traded on the Exchange ever since 
the turn of the century, if not before. 
Examples are U. S. Steel, New York 
Central, General Electric and American 


Telephone & Telegraph — companies 





Number of Common Stockhold- 
ers in Fifty Typical Listed 
Corporations 


1929 (1st Quar. ) 
1929 (4th Quar.) 


1.647.680 
2.064.563 


1930 * * 2,713,120 
1931 “ : 3,156,225 
1932 “ * 3.503.320 
1933. * = 3.466.847 
1934 “ st . . 3494.198 
i353 “ " . . 3.463.966 
1936 * - 3,432,000 
937 © = 3.540:272 
1938 * * 3.644.113 
1939 * Me 3.623.990 
1940 * : 3.659.644 











which had approached their present size 
by 1929. 

This is one measure of the contribu 
tion of the New York Stock Exchange 
to the democratic way of life. Wider 
ownership of corporate securities has 
been consistently facilitated and encour 
aged by the Stock Exchange and its list 
ed corporations. 

Quoting from another survey — this 
one prepared by Helene Granby, Securi 
ties and Exchange Commission econo 
mist.—Mr. O*Mahoney has said that the 
average holding of common stock at the 
end of 1937 was about $2,100 a person, 
while the average for preferred stock 
amounted to about $2.91 10 a person. Also, 
82 per cent of the total number of com 
mon shareholders, and go per cent of 
preferred shareholders, owned units of 
less than 100 shares. 

Despite the numerically preponderant 
holdings of small amounts of securities, 
they represented only 15 per cent of the 
total value of all common stocks and 
only about 28 per cent of all preferred 
stocks, he added. 

This dispatch from Washington is 
typical of many in which the govern 
ment has pointed to the accumulation of 
corporate profits in the hands of a few. 


(continued on page 16) 








* BACK PAYMENTS BOOST 


PREFERRED DIVIDEND TOTAL 


OURISHED by improved regular 
 * peseeie and larger payments 
against arrearages, preferred stocks on 
the New York Stock Exchange emerged 
In 1g40 to greater popularity than this 
class of investment has enjoyed in many 
vears. 

Dividends were paid during the year 
ON 29, OF 74.0 per cent, of the total num 
ber of 398 individual preterred stock 
issues, compared with 67.2 per cent in 
19 39. Disbursements totaled $3 26,281,000, 
up 4.4 per cent from the preceding year. 
Of this amount, approximately $50,000, 
O00 Teprese nted pay ments agaist arrear 
Ages. 

The average current yield on the pre 
ferreds, based on regular payments in 
1940, is 4.7 per cent. This includes all 
listed preferred issues—those that did not 
pay dividends, as well as those that did. 
The highest yields among the separate 
industries, as shown in the accompany 
ing table, are in the following groups: 
rubber tire and goods, foreign com 
panies, finance, retail merchandising, 
steel and petroleum. 

Taking the dividend payers alone, the 
average yield is 5.4 per cent. In two 
groups, rubber and petroleum, every 
listed preferred stock paid its regular 


dividend. 


Payments Against Arrearages 


Payments which 


against arrearages, 
cannot properly be classified as yield but 


may be used by the individual investor 


to reduce the original cost of his hold- 
ings, were made during the past year by 
49 companies listed on the New York 
Stock Exchange. 

Several companies paid off their en- 
tire dividend accumulations. Companies 


prominent in this group, and_ the 


distributed a share, 


American Rolling Mill Co., $7 


b7-37; Inter- 


amounts Were: 


national Silver Co., $12.25; Thermoid 
Co. $5.25; Republic Steel Corp., $22.50; 
and Yellow Truck and Coach Manufac- 
turing Co., $12.25. 

Notable among the partial payments 
against arrearages were the $23 a share 
paid by Associated Dry Goods Corp. on 
its 7 per cent second preferred stock; 
$12.94 on A. M. Byers Company’s 7 per 
cent participating preferred; and $16.50 
on General Outdoor Advertising Com- 
pany’s class A stock. 

Led by risk-reward opportunities such 
as these, the preferred list rose slightly in 
market value during the past year from 


96,2 31,000,000 to 


$6,290,000,000. This 
while the common stock list was declin- 
ing in aggregate market value from 


940.2 20,000,000 to 925,600T,000,000. 
») 9 








CURRENT YIELDS OF PREFERRED STOCKS LISTED ON 
THE NEW YORK STOCK EXCHANGE 
(As of February 28, 1941) Estimated 
Estimated Current 
Number Estimated Total Current Yield on 
Number ef that Paid Amount of Vield on Dividend 
Preferred Current Dividends Paid All Pre- Paying 
Stocks Dividends (Exeluding Ar- ferred Preferred 
in Group in 1940 rears Payments) Stocks Stocks 
Amusement 10 BY § 3,672,000 1.9% 71% 
Automobile 10 6 11,362,000 1.1 4.3 
Building ll 7 1,884,000 3.9 1.6 
Chemical 26 22 16,195,000 3.9 1.2 
Electrical Equipment | 3 598,000 2.3 1.0 
Farm Machinery | 3 8,646,000 1.6 EF 
Finance l4 13 7.056.000 5.7 Sd 
Food 28 21 24,835,000 1.9 ».6 
Leather & Shoe Mfrs. 6 2 622,000 3.8 6.0 
Machinery & Metal Prod. 3 21 10,620,000 £7 5.6 
Mining 1] 1 5,850,000 1.3 1.9 
Paper & Publishing 4 ll 7,870,000 1.1 6.4 
Petroleum ') 5 7,351,000 5.2 a2 
Railroad 56 21 23.915,000 4.2 a2 
Retail Merchandising 28 22 9,268,000 9.0 6.1 
Rubber Tire & Goods B) D 13,508,000 [A 74 
Steel, Tron & Coke 23 14 $2,494,000 9.3 6.5 ~ 
Textile 15 9 2,515,000 3.2 6.1 
Tobacco 12 11 7,969,000 4.4 1.4 
All Publie Utilities 33 38 72,302,000 1.7 3.9 
U.S. Co’s. Oper. Abroad 9 2 862,000 2.3 8.1 
Foreign Companies > 3 2,273,000 6.1 6.2 
Other Companies 15 3 5.398,000 5.0 9.8 
Potal 398 255 $286,065,000 1.7% 5.4% 
Does not include companies which made payments reducing, but not eliminating, arrearages. There were 
Ht of these companies, which, if included, accordingly would have raised the total to 299. 
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Thirty-seven memberships in 
the Exchange were purchased by 
new members last year at prices 
ranging from $60,000 to $33,000. 
In the first two months of this 
year thirteen new members paid 
from $35,000 to $26,000 for mem- 
berships, the latter figure repre- 
senting a forty-three year low. 
At current prices many persons 
in the securities business through- 
out the country are considering 
the purchase of memberships in 
the Exchange. THE EXCHANGE 
asked the Chairman of the Com- 
mittee on Admissions to analyze 
the factors behind this growing 
interest. 





USINESS judgment, prestige, tradi- 
tion and even emotion all are con- 
siderations in the purchase of New York 
Stock Exchange memberships. Who may 
say that the financial community is lack- 
ing in sentiment when an explanation 
such as this accompanies the purchase of 
a seat and recent election to the Ex- 
change ? 
The buyer ...a 38-year-old broker; the 
background . .. a family which, for two 


generations, has engaged in brokerage 





























BY ROBERT P. BOYLAN, Chairman, Committee on Admissions 


affairs; the intent . to maintain the 
family way of life for another life-time. 

A $30,000 investment in tradition! But 
only partly that. 

This buyer is a mid-western partner in 
a successful, nationally-known firm 
which already held four Stock Exchange 
memberships. 

A non-member securities dealer, an- 
other recent membership purchaser, de- 
clares that the “mathematics of the pres- 
ent range of seat quotations” gives to a 
membership a dollars-and-cents appeal 
for him. Like this: the investment in the 
seat, plus interest which the money 
might otherwise earn, plus dues, are 
more than offset by the membership’s 
earning power in the execution of Stock 
Exchange business which he had devel- 
oped incident to his over-the-counter 


business. 


Vehicle in New Venture 
A former foreign arbitrageur, whose 
business had practically been destroyed 
by the war, acquires a membership as the 


vehicle in a new business venture. 


A large trader desires a member’s rate 





of commission in listed securities on his 
personal business, as well as the privilege 
of executing his own orders, so he buys 
a seat. 

A former “board boy”—3g years ago 
who has long been a partner in a Stock 
Exchange firm, wants to “fulfill a life- 
long ambition” by purchasing a member- 
ship, and does. 

Other recent candidates included sev- 
eral members of other exchanges who 
sought to join the Big Board where they 
considered opportunities to be greater. 

By and large the profit motive is the 
principal incentive in attaining member- 
ship on the Stock Exchange, surmount- 
ing less tangible considerations. That 
business has been poor is recognized, but 
prospects are brightened by interpreta- 
tions of long-term developments. While 
wars upset normal investment and spec- 
ulative processes, wars are transient. 
While law and regulation alter older 
business procedure, ways are to be found 
for serving the owners of capital under 
new methods. And American corpora- 
tions, given reasonable opportunity, earn 
satisfactory profits above costs and taxes. 

The average yield in 1940, for example, 
on all common stocks listed on the Stock 
Exchange was 5.7 per cent. In a record 
so impressive can be found a reason why 
existing Stock Exchange members, as 
well as the new purchasers of member- 
ships, see a brighter horizon beyond the 


heavy clouds. 


Former Activities 

The buyers of memberships in the last 
fourteen months have included 16 part- 
ners of member firms; 4 partners of 
former non-member securities firms: 2 
members of the New York Curb Ex- 
change; and 27 former members, part 
ners and employees of Stock Exchange 
firms. 

What these men received for their 
fifty, forty, or twenty-six thousand dol- 
lars, were essentially opportunities—the 
opportunity of participating in the one 


international free securities market still 








functioning in the world—in an auction 
market where there are available for 
trading more than $29, VO ,000,000 of 
market value of stocks and $50,000,000,- 
ooo of bonds, representing the largest and 
best-known American businesses—the 
privilege of putting on their letterheads 
and advertisements the hallmark, “Mem 
ber New York Stock Exchange.” 


Interest in Tangible Assets 


In addition to these privileges, they re 
ceived also an interest in tangible assets, 
namely, an ownership participation in a 
going concern—a concern which, even 
after eleven depression years, showed in 
its recently published financial statement 
net current assets of more than $2,800,000 
and fixed assets carried at more than 
$22, IO,000, represented by property and 
buildings—all mortgage clear—covering 
an entire City block at Wall and Broad 
Streets. The amount stated for fixed as 
sets is book value, based mainly upon 
COST, and does not, of course, necessarily 
represent current worth. 

Membership in the Exchange also in 
cludes benefits tor the families of de 
ceased members. Through the operations 
of a “Gratuity Fund,” the family of a 
member who dies receives a gift from 
the other members of the Exchange of 
$20,000, toward which each member 
contributes $15. 

Interest on the Gratuity Fund, the 
net worth of which on December 31, 
1940, Was in excess Of $1,920,000, is used 
to reduce the assessments of members. A 
proposal now before the membership for 
approval would permit the principal of 
the Fund to be drawn upon hereafter for 
the payment of members’ assessments 


until its amount is reduced to $500,000. 


Cost of Carrying Membership 
The cost of maintaining a membership 
at current levels would vary, of course, 
with the type and volume of business 
which the member transacts. The basic 
cost of carrying a membership purchased 


at $30,000 might be computed as follows: 


4 





Annual interest loss on investment 
in membership at $30,000 plus in- 
itiation fee 


$34,000) 


of $4,0¢ 0 (6‘ ( on 


. $2,040 
Anpualdues . . . . . « « « ¥000 
Contributions on deaths of mem- 
bers (annual average for last five 
years ) a ee ee ee ge ee IS5 
$2,225 





The principal additional money fac- 
tor to be considered is the necessity of 
meeting the Exchange’s minimum capi- 
tal requirement. This would vary accord 
ing to the type and volume of business 
conducted. For a firm which clears all 
business through another member, has 
the clearing member carry its accounts, 
and does not handle customers’ securi- 
ties or money, the minimum net capital 
required is $25,000. A firm carrying ac- 
counts for customers (whether cash or 
margin) is required to maintain a mini- 


mum of $50,000 of net capital. 


Earning Power 


An insight into the earning power of a 
Stock Exchange membership is provided 
by a study recently made of the opera- 
tions of a number of typical member 
firms, including eighteen stock commis- 
sion houses and three bond houses. In 
the survey, which covered the first six 
months of 1940, a uniform capital struc- 
ture was set up by taking the minimum 
working capital required for each firm 
and adding 75 per cent to cover Huctua- 
tions in business. Then, to this was added 
one New York Stock Exchange mem- 
bership valued at $60,000 (the last seat 
sale price in 1939). 

Using this figure of adequate capital, 
15 of the 21 firms showed a profit on 
their total business. Results ranged from 
a profit of 57.5 per cent of capital to a loss 
of 10 per cent. These percentages were 
computed after paying to each working 


partner a semi-annual salary of $5,650 


(this salary figure is an_ estimated 
amount based upon an approximation of 
fair worth). 

If stock and bond commission business 
alone is considered—omitting the in- 
come from trading, underwriting, dis- 
tributing and commodity business—the 
number of firms earning a profit is still 
the same. 

Opportunities exist—possibly — more 
favorable than the current level of seat 
prices would indicate. For the prices at 
which seats are sold are established by 
those who can’t make money on their 
memberships, not by those who can. 

Membership in the Exchange, even 
though not used actively on the floor to 
execute orders, would make it possible 
to realize 50 per cent or more of the non- 
member commissions. This would apply 
even if another firm executed the trans- 
actions, cleared, and carried the custom- 
ers’ accounts on its books. 

Even if a member firm is distant from 
New York, it usually can make an ar- 
rangement with ancther member having 
a New York office whereby the out-of- 
town firm receives net as much as 60 per 
cent of the stock commissions and 50 per 
cent of the bond commissions. This also 
enables the out-of-town firm to reach the 
New York market without the expense 
of a long-distance wire connection, not 
only for New York Stock Exchange 
business but for any other securities busi- 
ness which it may have in New York. 

Against these income opportunities 
must be weighed the present benefits— 
in the way of reciprocal business, partici- 
pation in underwritings, secondary dis- 
tributions, and so forth—which a non- 
member may enjoy through his business 
relationship with a member firm. 

All of these elements are, on last analy- 
sis, molded into a realistic undertaking 
which seeks to measure future prospects 
in the brokerage business. Are they at- 
tractive, offering at least a living and per- 
haps an additional increment? The pur- 
chasers of Stock Exchange memberships 


are recording their individual answers. 
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WALL STREET 
AND THE NEWS 


By Claude A. Jagger 


General Financial Editor 





FHE ASSOCIATED PRESS 











“TYOLITICS and finance have always 


been the two most important topics 
in newspaperdom.” 

Thus wrote James Melvin Lee in his 
“History of American Journalism.” 

If you were to listen to managing edi- 
tors discuss their financial pages today, 
you might justifiably wonder where fu- 
ture historians of the news business will 
rate finance. 

The fact remains, however, that the 
men of Wall Street may regard them- 
selves as at least the heirs of those for 
whom organized news collection was 
primarily begun. 

Enterprising young Samuel Topliff, 
back in 1811, began rowing out into 
Boston harbor to meet incoming ships, 
the more quickly to get hot items for 
his news books, prepared for the mer- 
chants, bankers and ship masters who 
frequented the reading room of the 
Exchange Coffee House. 

Seventeen years later, David Hale, 
who came from Boston to be manager 
of The New York Journal of Com- 


merce, rigged up a fast sloop to meet 








ships well out to sea, and race back with 
the news to beat his competitors. 

Commercial intelligence, in those 
days, was the backbone of news. Com- 
petition grew more furious, making use 
of sloops, carrier pigeons, and relays of 
fast ponies. Then came the telegraph. It 
was grand, but it was terribly expensive. 

Through Hale’s efforts, six New York 
newspapers joined in a cooperative ef- 
fort to collect the news. That was in 
1848. They called it, relates Oliver 
Gramling in his recent book, “AP — 
The Story of News,” The Associated 
Press. Gerard Hallock, then co-owner 
with Hale of the Journal of Commerce, 
was its first president. 

The Associated Press of today, world’s 
largest news and news picture distribu- 
tor, bears little resemblance to its early 
predecessor. It began its corporate career 
in 1893, a mutual, non-profit, non-parti- 
san membership organization, formed 
by a group of western publishers bent 
upon breaking a three-man news “mon- 
opoly” in New York. 

Today’s world-wide operations of the 
AP require an annual budget of $11,000,- 
ooo. The news pours over a domestic 
network of 285,000 miles of leased wire, 
and reaches the huge volume of 1,000,- 


000 words in 24 hours. 





CLAUDE A. JAGGER 


No longer is news collected primarily 
for small groups of merchants and 
bankers, such as those who gathered in 
the Exchange Coffee House in Boston. 

But think not that financial news has 
gone the way of the horse and carriage. 
Certainly not yet. The distribution and 
publication of stock market quotations 
throughout the country each day re 
mains one of the biggest mechanical 
jobs done by today’s newspapers. The 
“Closing Market” is sull the largest edi- 
tion for many a newspaper, although 
more than a few will tell you it is due 
to “reader habit” rather than eagerness 
to read the quotations. 

The Associated Press, supplying the 
prices to more than three-quarters of the 
domestic newspapers receiving the com- 
plete stock tables, maintains a special 
leased wire network of more than 34,000 
miles for this service, handling more 
than 95,000 prices daily. By a complex 
process, the complete alphabetical stock 
table, giving sales, high, low, last and 


net change, is in the office of member 





newspapers in San Francisco and Miami 
almost simultaneously with the close of 
the stock ticker in New York. 

But what worries newspaper execu- 
tives in this period of increased costs is, 
“Is all this effort worth while?” The 
amount of Space devoted to Wall Street 
news naturally reached its peak in the 
early thirties. It has since declined con 
siderably. 

It is notable, however, that the num- 
ber of newspapers which have entirely 
discontinued publication of the stock 
table is negligible. There has been no- 
where near such drastic curtailment of 
facilities as there has 


financial news 


been of brokerage organizations. 


Economy Efforts 


The effort to economize on space de- 
voted to markets continues, nevertheless, 
and further increases in publishing costs 
may bring further curtailment. In each 
of the last few annual conventions of 
The Associated Press Managing Editors 
Association, discussion of financial news 
has been limited almost entirely to 
methods of shortening it. 

Newspapermen are not  unmindful 


that some 


10,000,000 persons in the 
United States are more or less directly 
involved in stock and bond investments. 
Newspapers have continued to publish 
fairly complete quotation tables years 
after the boom-time flood of financial 
advertising dwindled to a trickle. 

But time brings progress and change 
in newspaperdom as elsewhere. The ex- 
panded and vastly improved use of 
news pictures in the past decade is a 
notable case in point. Pictures now go 
by wire. As the written news ticks off 
the automatic printers, pictures roll off 
The Associated Press Wirephoto ma- 


chines hours a 


across the country 24 
day. The newspaper seeks with every 
resource to serve the growing, shifting 


And in 


struggle, sections of the newspaper that 


interests of its readers. this 


have long been unchanged must be re- 


vamped, or give way. The gigantic ef- 


6 


fort of covering the news of the war 
injects a present complication, but let us 
assume the press can take this war in its 
stride, as it has previous wars. 

If there is a long-term trend apparent, 
it would seem to be that the old-time fi- 
nancial and market section of the news 
has been declining in relative impor- 
tance for a long time. 

But there is certainly no diminution 
in reader interest in such vital matters 
as jobs and money. On the contrary. 
Since 1929 and 1922, a larger section of 
the public has become interested in mat- 
ters broadly financial than ever before. 

What has happened to financial news 
appears to be that it has become over- 
specialized, speaking a too limited lan- 
guage. 

It is argued that a good deal of finan- 
cial news, by its very nature, does not 
have popular appeal. For instance, most 
of the current controversy over competi- 
tive bidding has left the general reader 
cold. But he is also the voter, and, in this 
democracy, he is increasingly expected 
to decide matters of complex economic 
policy at the polls. 

More and more, managing editors are 
turning to the view that financial news 
that cannot be made of interest to at least 
a big section of readers should be left for 


specialized publications. 


Humanizes Financial News 


The Associated Press has for years 
been trying to simplify and humanize 
its financial news presentation. It cannot 
be said financial news sources have al- 
ways been found cooperative. Until a 
few years ago, news photographers were 
banned from the Stock Exchange. They 
still are not welcomed in austere bank- 
ing chambers. Executives who are im- 
portant news sources like to cloak them- 
selves in anonymity, or speak for publi- 
cation only after long parleying with 
associates and counsel,and then vaguely. 

Newspaper readers feel they have a 
right to know something of the human 


side of men who guide the great finan- 


cial and business organizations of the 
land. But a business big-shot, approached 
for material for a good personality pro- 
file, has a way of becoming just an in- 
articulate, bashful, barefoot boy. In 
Washington, newspapermen are not of- 
ten hampered by such coyness, which is 
of course to be expected. Persons in 
public life are accustomed to the spot- 
light. 

Let it be said, and with emphasis, that 
fully 
aware that simplification of financial 


competent newspapermen are 
news cannot be accomplished by simple 
reporters. The trend toward interpreta- 
tion in the news vastly increases the 
responsibility of the reporter. The finan- 
cial news staff of The Associated Press 
is comprised of men of maturity, educa- 
tion, and wide experience. They are 
newsmen first, and specialists second. 
They represent years of training in Wall 
Street, Washington, Chicago, and im- 
portant posts in leading cities of the 
South and Far West. They include men 
who have headed Associated Press bur- 
eaus in Europe, Asia and South Ameri- 
ca. They are not, to use an expression 
sometimes heard in Wall Street, “news- 


paper boys.” 


Apportionment of News 


One not infrequently hears complaint 
in Wall Street these days over news- 
paper apportionment and _ presentation 
of the news. Let it be remembered that 
the newspaper's raison d'etre is serving 
reader interest. The reader is harassed 
by unprecedented competition for his 
attention, using multifarious media of 
communication. Never was he so anxi- 
ous to learn, but his patience, not sur- 
prisingly, is short. He will be talked to, 
but not at. 

Newspapermen know that financial 
news — or shall we say news of jobs 
and money — is more vitally important 
than ever before. They know, too, that 
its presentation is requiring new ap- 
proaches, new patterns, new methods, 


and new responsibilities. 
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N EXT to the war abroad with all of 
its dislocations and uncertainties, 
the factors most widely mentioned as 
stock market depressants are taxes and 
anxiety over the political and economic 
consequences of war. 

Earnings in the past year now being 
reported by companies listed on the New 
York Stock Exchange suggest that more 
of “fear psychology” than of reasoned 
calculation entered into appraisals of the 
tax element. The average company suc- 
cessfully surmounted the handicap of in- 
creased taxation insofar as maintaining 
dividends is concerned. In relatively few 
instances did added taxes, alone, result 
in a lower dividend in 1g4o than in 1939. 

Of the companies with common stocks 
on the Exchange, the first 305 to make 
their results public show a profit gain of 
13.6 per cent over 1939. Combined net 
profits of this group, less combined net 


538 3,062,869, which 


losses, amounted to $1 
compares with $1,216,984,695 for the 
same companies in 1939. 

With only about one-third of the com- 
panies on the common stock list report- 


ing to date, it is too early to draw conclu- 
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EARNINGS OF 305 COMPANIES RISE 13.6% 
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sions for the separate industrial groups. 
But here are some trends which the fig- 
ures in the accompanying table indicate. 

While 82 of 730 listed companies 
showed losses in the survey of 1939 
corporate earnings (June, 1940, issue of 


Tue Excuance, page 11), so far only 


1940 NET INCOMES OF 305 COMPANIES HAVING COMMON STOCKS 
LISTED ON THE NEW YORK STOCK EXCHANGE 
(ASSEMBLED BY 


Number 
Report- 

ing 

to 

Date 
Automobile 20 
Building 12 
Chemical 27 
Electrical Equipment 5 
Farm Machinery 5 
Finance 22 
Food 22 
Garment -" 
Leather 6 
Machinery & Metal 38 
Mining 8 
Paper & Publishing 9 
Petroleum 8 
Railroad 16 
Retail Merchandising 24 
Rubber 6 
Steel 14 
Textiles 13 
Tobacco 9 
All Publie Utilities 16 
U.S. Co's. Oper. Abroad 1 
Other Companies 16 


Total 


15 companies are out of the profit col 





umn in 1940. 
Improvement over 1939 was reported 
by 203 companies. Of these, 185 had 


larger profits, 15 turned losses into 
profits, and 2 decreased their losses. 
Here is a point at which the trend to 
ward better earnings shows a slight in- 
terruption: In the survey of the 1939 
earnings of 730 companies, only 119 fail- 
ed to show improvement over 1938. Al- 
ready 102 companies have reported less 
favorable results in 1940 than in 1939. 
But if earnings are beginning to level 


off, they are doing so on the most satis- 



























factory plane seen in more than a decade. 
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And the current wave of activity, which 

dates from the early part of 1939, already 

has endured longer than the 1936-1937 

recovery. | 
The most substantial gains among the 

companies reporting to date (as shown 

by the table below) were made in such 

lines as farm machinery, paper and pub- 

lishing, steel, the railroads and electrical 


equipment. 


INDUSTRIAL GROUPS) 


Number 
Report- Per Cent 
ae Number Group Net Income Change 
Net Showing 1940 In Group 
Profits Improve- (Combined Profits Minus Net 
1940 ment Combined Losses) Income 
19 17 $ 70,202,402 21.7% 
12 9 21,574,070 ~ 6.8 
27 15 158,081,215 L. 
5 > 9,381,983 61.2 
D Bs) $5,715,867 + 107.8 
22 17 18,108,504 Le 
20 9 92,991,423 2.4 
D 2 $513,382 20 
6 2 10.492,394 5.0 
38 34 85,478.236 29.6 
& d 21,4463 11 + 23.9 
9 7 11,402,814 83.6 
7 3 25.625.369 : 1.2 
14 15 72,968,641 71.8 
21 12 83,622,804 6.6 
6 3 38,086,797 . 2.9 
13 10 60,460,443 i. 76:4 
11 d 17.264,981 1.9 
9 6 $6,766,291 eB. 
16 1] 371,414,129 iA 
i 2 17.524,059 0.9 
13 ] 29,940,154 61.5 
§1.383,062.869 13.6% 








author of this article was 


The 
asked by Trt 


the ideas of a commercial advertising 


EXCHANGE to present 
agency, which has no financial ac 
counts, about ways to advertise the 
Stock Exchange and the business of 
its member firms. The Federal Ad- 
vertising Agency, founded by Mr. 
Tinsman, serves these corporations, 
among others; National Biscuit Co., 
American Safety Razor Co., General 
John F. 


Edison Storage Battery Co., Dixon 


Cigar Co., Trommer Co., 
Crucible Co., and Hardman, Peck & 
Co. The suggested program is made 
visual by the sample advertisement 


on the opposite page. 








AY back in the days ot Dow 


Jones & Co. when “Old Man” 


Dow, the tounder of financial journal 
Wall Street Journal 


saddle, | was a cub reporter and a man 


ism, was in the 
of-all-work on that esteemed pioneering 
paper. One of my regular jobs was to 
check “make-up” in the composing room 
before we put the paper to bed. Well do 
I recall the full columns of broker’s cards 
that crowded “Review and Outlook” on 


the front page. And dire was the catas- 
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BY ROBERT TINSMAN 


President, Federal Advertising Agency, Inc. 


trophe if one of these old stand-bys got 
out of place,—lost its preferred position 
for a single insertion. 

Those were the happy days when a 
seat on the Exchange mounted in value 
every year, when “the Curb” was truly 
the curb on Broad Street, regardless of 
Summer’s showers or Winter's snows, 
and the broker made his daily offerings 
in paid newspaper space, and did the 
business. 

Yes, indeed, times have changed; the 
brokerage “business,” with few excep- 
tions, hardly deserves the name, and the 
once proud “Member of the New York 
Stock Exchange” has practically sur- 
rendered his advertising entity. 

Why? 

Disregarding the persecution complex, 
might it not be fundamental that Hard 
Times followed Easy Street with such 
stunning closeness that the average brok- 
er just couldn’t take it, and discourage- 
ment led first to inactivity and finally to 
futility. 

In such a situation the business man 
might pull in his horns and cut expenses 
to the bone, but at the same time he 
would re-double his activity, in an ad- 
vertising, merchandising way, and grad- 
ually build a comeback to former profits 


as has happened time and again to all 

















































industry, large and small. And if the 
emergency were sufficiently strenuous, 
the group would get together with some 
constructive associational advertising to 
build background for individual effort, 
always hand in glove for the good of all. 

All this is an old story to every broker 
whose advertising acquaintances have 
been bootlessly advising him, for his own 
sake, and for the sake of his Big Board 
membership, to do something about it. 

So far, hesitation . . . and perhaps for 
this one fundamental reason—any gen- 


eral, institutional campaign merely to ad- 





ROBERT TINSMAN 


vertise the ethical conduct and business 
integrity of the Exchange promises no 
specific results to the membership. \t is 
too obviously defensive. It offers the 
“consumer” no inducement of self-inter- 
est. It doesn’t tie in closely enough to 
the broker’s individual selling effort. 

Considering advertising as an instru- 
ment for the aggressive promotion of 
sales, and not at all as professional propa- 
ganda defending Wall Street, we come 
to the same conclusion as an advertising- 
merchandising man would in selling Na- 
tional Biscuit, or General Cigars. 

First, what is there to tell the customer 
why he should keep in touch with Big 


Board quotations and favor Big Board 


membership with his business ? 
I shall venture a few suggestions that 
seem to me pertinent and practical after 


thirty-odd years’ experience promoting 


lESS 


no 


the 


ter- 


tru- 


pPa- 
yme 
ing- 


Na- 


mer 
Big 


yard 


that 
ifter 


ting 


nercial products of world-wide 


rc tation. 
hink the New York Stock Exchange 
should have a trademark and a selling 
slogan, none the less memorable because 
it must be dignified. The old reiteration 
“Member New York Stock Exchange” 
is not enough now-a-days. This trade- 
mark must mean something as definite 
as General Motors or New York Central 
something of interest and benefit: to 
the customer. It should appear on the 
otlices, letterheads, promotions and ad- 
vertisements of all members. 

The advertisements that it crowns for 
the Exchange must sell a profitable pref- 
erence for the listed stocks, not necessar- 
ily by name, but by case example, accord- 
ing to conditions that make the case con- 
vincing. Such examples might cite an in- 
dustry such as the office equipment in- 
dustry in which all nine listed companies 
made dividend payments in 1940—a rec- 
ord this group has maintained for the 
last five years. Other fields, such as to- 
bacco, oil and chemical are almost as re- 
assuring. 

Or again, individual examples could 
be reviewed, all with the basic idea of 
impressing the public with the funda- 
mental truth—‘‘a stock is worth just 
what it earns’—as I think my old boss, 
Thomas F. Woodlock, once expressed it 
in one of his investment classics, “The 


Analysis of a Railway Report.” 


Feature Investment Values 

You get the idea: the Stock Exchange 
and its member firms, jointly, should ad- 
vertise in order to encourage intensive 
and intelligent appreciation of invest- 
ment values as opposed to hit-or-miss 
speculation long-shots. 

That may seem a stiff dose to some 
members, but take it, get it over with, 
and watch the general health of Wall 
Street improve as public confidence is 
restored and investment invigorated as a 
consequence. 


Stock Exchange and member firms 


should take a leaf from the activity of 


the enterprising banks, which now go 
after the small-money-man with every 
possible appeal for his business, as dif- 
ferent as day and night from the big 
business six-figure accounts that have so 
sadly dwindled. 
As to the media—that depends on the 


money available. First, do one thing well, 


This sample exhibit is obviously restricted as 


whether newspaper, magazine or radio, 
betore proceeding to the next field. 

As to the money—not so much at the 
beginning as to be burdensome. One 
thing at a time. Step by step is the sure 
way to advertising success. 

In the single exhibit which follows, it 


(continued on page 10) 


to “white space” around the copy, due to the 


editor’s need to save room for the text of the article. 
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Accent on 
Audience’s 
Self-Interest 
Essential in 


Brokers’ Talks 


BY WILLIAM V. REGAN, JR. 


The author, a customers’ broker with 
Schwabacher & Co., in San Francisco, 
is one of the first to report on the 
progress of the Exchange's informa- 
tional campaign on the West Coast. 











For the past two months I have had an 
opportunity to explore the public speak- 
ing method of generating good will for 
the brokerage business and encouraging 
recognition among the general public of 
the role which it is today prepared to ful- 
fill. Fifteen half-hour talks were made 
before various types of civic groups and 
service clubs. They were made under the 
sponsorship of Schwabacher & Co., with 
the full sanction of the New York Stock 
Exchange Special Committee for San 
Francisco, which regarded them = as 
preparatory to the national program re 


cently announced by the Exchange (see 


October, 1940, issue of Tre Excuance, 
page 5). 

The main conclusions to be drawn 
from the experience gained are that: (1) 
despite the disfavor with which a great 
many people look upon the securities 
business, the general public is willing 
and even eager to be informed by the in- 
dustry itself; (2) even though the public 
speaking program may not be the com- 
plete answer to public relations prob- 
lems, it will go a long way toward solv- 
ing them. 

Instinctively a speaker can recognize 
whether he has his audience with or 
against him. At each of the recent talks 
generous attention was received and, 
when the meetings were opened for 
questions, the queries revealed a deep- 
rooted interest. The fact that there were 
several hundred requests for copies of 
the talks is further evidence that a satis- 
fying measure of good can be accom- 
plished by this type of work. 

The typical luncheon club audience 
has, of course, become somewhat jaded 
as a result of listening to many addresses 
on a wide variety of subjects, many of 
them unrelated to current events. Recog- 
nizing this fact, the following formula 
was found workable: 

.. The does not 
want to hear about us objectively. 
They want to see how they fit into 
our picture 


average audience 


- how we can help 
them, in dollars and cents. Subject 
matter may therefore be viewed to 


mutual advantage through the eyes 
of the audience, in advance of the 
talk. 


Care should be exercised to prevent 


to 


the address from becoming heavy. 
“Color” can be injected in a num 
ber of ways. The writer has found 
that graphic illustrations of pric¢ 
movements, etc., receive a warm r¢ 
sponse. The speaker can thus appeal 
to the eye as well as to the ear. 
The relation of domestic and in 
ternational affairs to the securities 
market has proved another stim 
ulant. 

3. Forecasts as to the course of securi 
ties prices should be avoided. The 
damage done if they prove incor 
rect will be far greater than any 
possible benefits if they are sub 
stantiated. 

4. That the attitude of the speaker 
his sincerity, the constructiveness 
of his approach to the subject and 
forcefulness of his appeal is 
contagious to the audience should 
be recognized. 

If a prepared talk is to be employed 

by more than one speaker, it must 

be adapted in each case to the in 
dividual personality of the person 
who is to use It. 


YI 


The San Francisco program has reach- 
ed the field-work stage. Speeches are 
now being delivered by representatives 
of several firms and additional engage- 
ments are being scheduled. We are pro- 
ceeding as planned because we know, as 
a result of the experience already gained, 
that the program will accomplish its pur- 
pose. There is plenty of incentive for 


everyone to do his part. 





A Slant on Advertising 


(continued from page 9) 


will be noted that old shibboleths of the 
market place, ancient inhibitions that so 
long caused the “tombstone” variety of 
advertising to flourish, have been aban- 
doned. I would go to the oppe site pole by 
adopting a trademark for the Stock Ex- 
change business, comprised in such a 
slogan as, “Earn and Invest . . . Invest 
and Earn.” 


The emphasis would thus, of course, 


10 


be laid upon investment, which, in the 
light of these times and of the strong, 


demonstrated behind 


earning power 
many listed stocks, impresses me as the 
most practical approach to an increased 
business of member firms. A trademark 
would have the support rendered by 
wide-spread service facilities ... member 
firm offices in 365 cities of 43 States. 

In point of service to investors, it 
strikes me that the Stock Exchange and 
member firms possess elements which 


should be published and reiterated, again 


and again. Hence, the prominence given 
to certain “musts.” These items, you will 
realize, are presented in order to inform 


investors that the Stock Exchange is : 


self-regulating body conforming to the 
strictest rules of financial well-being. 

And think of the significance of the 
gg.65 per cent solvency record of Stock 
Exchange members over a_forty-vear 
period! 

These telling facts would be handled 
typographically so that they would con- 


(continued on page 1z,¢0!“mn 3) 
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(OCK EXCHANGE firms are par- 
S ticipating in daily broadcasts of stock 
quotations Over gI stations in 28 States 
and the District of Columbia, according 
to a survey just completed by Tue Ex- 
cuAaNcE Magazine. Since the rules of the 
Exchange were liberalized a year and a 
half ago to encourage more frequent 
broadcasts both of prices and of sum- 
maries of financial news, there has been 
a decided pick-up in the number of these 
broadcasts. Latest estimates are that 
member firms are today reaching a radio 
audience of 5,000,000 persons throughout 
the nation. 

Developments are taking place also in 
the field of international broadcasts. The 
Stock Exchange firm of Paine, Webber & 
Co., which has pioneered stock quotation 
broadcasts since 1924, recently initiated 
a program to Latin America over West- 
inghouse’s new short-wave station in 
Boston, WBOS. 

Merrill Lynch, E. A. Pierce & Cassatt 
reaches both Latin America and the Far 
East with short-wave broadcasts origi- 
nating in San Francisco over Station 
KGEIL. In Philadelphia, Hano & Co. par- 
licipates in good-will broadcasts to South 
America over WCAB. 


Firms Show Enter prise 


Trading volume may be down, but 
member firms are reaching out with 
more and more energy to merchandise 
their business along thoroughly modern 
lines. In some instances the programs 
are sponsored by the firms; in others, 
quotations are supplied to the stations for 
their use in news broadcasts. Aware of 
the public demand for up-to-the-minute 
news of securities prices, many radio 
stations are taking the initiative in in- 
cluding stock market reports in their 
news programs. 

In addition to the programs in which 
member firms participate directly, the 
over-all picture includes news broadcasts 
which use securities prices furnished by 
the press services. One of these is “Trans- 


radio News,” which is broadcast daily 
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over 200 stations of the Mutual Broad- 
casting System. 

The programs which they sponsor are 
looked upon by most member firms in 
these times more as a public service than 
as a business-stimulating medium. Ex- 
ceptions are the States of California and 
Texas, where the recent concentration 
both of brokerage offices and of stock 
quotation broadcasts indicates that these 
areas are “live spots” on the brokerage 
map. Prices of listed securities are broad- 
cast in California over 24 stations in 14 
cities. In Texas radio time is being used 
on 8 stations in 6 cities. 

In most areas “name advertising” and 
a genuine service, especially to residents 
of rural communities where newspaper 
coverage of financial news either is in- 
complete or delayed, are the benefits 
most often cited as accruing from these 
broadcasts. 

Where checks have been made of the 
size of the audience reached, the results 
usually have been encouraging. In Wich- 
ita Falls, Texas, a city of only 44,937 in- 
habitants, the Stock Exchange firm of 
Fenner & Beane recently asked for com- 
ments from those interested in its pro- 
gram. Approximately 700 replies com- 
mending the program were received 
from listeners in almost every county in 


the State, as well as from northern 


Louisiana, Arkansas, Oklahoma, and 
parts of New Mexico and Kansas. Sey 
eral letters were in the form of group 
replies, with as many as twenty or thirty 
signatures, 

In Maine, the Stock Exchange firm ot 
Hornblower & Weeks has long made a 
custom of supplying quotations to Sta 
tion WLBZ in Bangor. This. station 
covers northern and eastern Maine for a 
distance of approximately 300 miles 
north and about 150 miles east of Ban- 
gor. When the stock quotation broad 
cast was discontinued a short time ago, 
due to a change in the hookup of the 
network, both Hornblower & Weeks and 
the radio station received so many com 
plaints that the program was resumed 
inside of a week. 

Paine, Webber & Co. recently tested 
the audience of its program over Station 
WDGY in Minneapolis (see December, 
1940, issue of THe Excuance, page 11). 
Hundreds of letters, containing favor- 
able comments, came in from listeners 
in 71 towns in Minnesota and from five 


adjacent States. 


Prospective Investors 

A demand of this kind for news of 
securities prices may be ranged alongside 
of other recent developments—such as 
the successful merchandising of large 
blocks of stocks via secondary distribu- 
tion—as evidence of the field of prospec- 
tive investors. One effective medium tor 
energizing these investment resources 
can be radio. 

Granted that expensive programs are 
out of the question for individual broker- 
age houses at this time, there is, never- 
theless, a great deal that can be accom 
plished in the fifteen-minute, or even five 
minute, periods which brokers may have 
at their disposal. Look at the effective 
advertising that Standard Oil of New 
Jersey puts across for “Esso” gasoline 
merely in two very brief commercial 
announcements accompanying a_ five- 
minute newscast. 


Several members have indicated that 


II 








they are perplexed as to how they might 
develop their radio programs further. 
While they realize that the Stock Ex 
change places no limits upon the imagi- 
nation and ingenuity that they may em 
ploy in developing intelligent, produc 
than those of 


tive advertising—other 


fundamental truthfulness, good taste 


and fair competition—yet they are not 
thoroughly familiar with the exact lati- 
tude allowed. 

A letter from one office recently said: 
“T try to make the broadcasts as attractive 
as I can with just figures, but, at best, it is 
a dry affair... In my humble opinion, it 
is a pity we can’t dramatize the market 
just a littl and get some advertising 
value for our efforts. Is it the brokerage 
PROFESSION or is it the brokerage 
BUSINESS ?” 

Another brokerage executive has ex- 
pressed the opinion: “The writer is not 
sure that much opportunity exists in the 
radio broadcasting field for further de- 
parture from many outworn, hidebound 
rules and regulations which are work- 
ing more and more hardships on those 
of us yet remaining in the business, but 
he is positive that every effort should be 
made in all directions to permit more 
Hexibility in our business to meet ever- 


changing conditions and demands.” 


Possible Ideas for Broadcasts 

Here are some suggestions of simple 
ways in which member firms might give 
added appeal to their broadcasts: 

The programs could include a digest 
of the market's action, perhaps abstracted 
from the firm’s market letter. The day’s 
news events, corporate reports and other 
factual business news might be related 
to securities prices in such a fashion as 
to give the “market place” a broader 
meaning for the general public. 

There has been an accelerated demand 
in recent months for information of eco- 
nomic and business affairs. Stock Ex- 
change firms, with their extensive facili- 
ties for gathering and interpreting busi- 


ness and financial news, are in a position 


I , 


to figure even more prominently than 
they do in disseminating accurate in- 
formation to the public. 

At the conclusion of the stock quota- 
tion broadcast an invitation might be ex 
tended to the audience to visit the firm’s 
office. Emphasis need not be on an im- 
mediate investment consultation. The 
sole immediate object might be to have 
persons in the community become ac- 
quainted with the services which the 


firm has to offer. 


Include Yield Figure in Broadcast 

Other items which might prove help- 
ful in these radio broadcasts are a state- 
ment of last year’s average yield of 5.7 
per cent on all common stocks listed on 
the New York Stock Exchange, or a ref- 
erence to the 99.65 per cent solvency 
record of Stock Exchange members for 
more than forty years—a record superior 
to that either of banks or of commercial 
houses. 

When a corporation situated in the 
locality of the broadcast lists its securities 
on the New York Stock Exchange, that 
naturally would deserve special mention 
on the program. Some brokerage firms, 
it has been noted, present continuing 
news of local enterprises in their broad- 


Casts. 


Slogan Can Be Invaluable 


The adding of a line or so to a stock 
quotation broadcast is merely a detail in 
the entire advertising picture. But con- 
sider the catchword slogans with which 
many manufacturing firms have risen to 
national prominence. 

Any proposals for radio advertising of 
the securities brokerage business must, 
naturally, be adapted to local interests in 
the area where the broadcast is made. 
But it is hoped that the publication of 
these few suggestions—several of which 
originated with individual member firms 
and are being used by them today—may 
be helpful to member firms, in general, 
with their future 


in connection pro- 


grams. 


A Slant on Advertising 
for the 
Brokerage Community 
(continued from page 10) 


stitute a frame for the advertisements. 
The remainder of each advertisement 
would be devoted to financial news items 
of a general interest most likely to en- 
large public confidence in the Exchange 
and its member firms. This copy would 
always be timely, being changed as im- 
portant news affecting investment ap- 
peared from time to time. 

I hesitate to recommend specific media, 
but believe that, in the beginning, news- 
papers should be used in those centers 
where the most effective cooperation 
from member firm offices could be se- 
cured ... in centers of large population, 
of course. The space should be large 
enough to attract attention on any com- 
petitive page, but not too large to sacri- 
fice continuity, as advertisements should 


be inserted at least every week. 


Three-Year Project 


The program should be undertaken 
for a period of not less than three years. 
A great part of its success would depend 
upon the intelligent cooperation of the 
firms. It should be handled like a prod- 
uct campaign—all the brokers and their 
associates should be advised in advance 
of forthcoming advertisements, along 
with proofs and suggestions for follow- 
up in their individual advertising and 
selling efforts. In a word, each advertise- 
ment should be merchandised as well as 
the whole campaign. 

The advertising should be prepared 
no longer than three months in advance 
of insertion dates, so that results might 
be checked and the themes changed in 
accordance with them. At all times, the 
members of the Exchange should be en- 
couraged through Tue Excuance Maga- 
zine to comment and criticize, and criti- 
cism should be as welcome and as freely 


acknowledged as favorable comment. 
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No matter what has happened to you, it is 
always a little better in the Spring. 
From H. M. Pulham, Esq., 
by John P. Marquand 


Yes, said the Man-Who-Never-Forgets 
Anything, as he read the above comforting 
quote over our shoulder. After a hard Win- 
ter in the stock market, we used to expect a 
bull swing when the sap started up the 
trees, and it was then that the bucket shops 
began to do their tricks. 

You young fellows wouldn't know a 
bucket shop from a hardware store, but let 
me tell you they threw a lot of weight 
around in the old days. Yes, sir, they were 
interesting outfits — reprehensible, but in- 
teresting. I recall the time when a big chain 
of “em was strung out westward from New 
England, and another system of phony 
brokerage offices dotted the Mississippi Val- 
ley from the Canadian border to away 
down South. All gone now, of course, just 
like the passenger pigeon. 

» « 

But I started to tell about the fast ones 
the bucketeers put over in the Spring of the 
year if stock prices started to climb. Y’see, 
the bucket shop would go through the mo- 
tions of buying a stock for a customer on 
a I-point margin, figuring that, pretty soon, 
the price would fluctuate down more than a 
point and the customer would be closed out. 
Actually, no stock was bought at all, the 
customer merely laid a bet. Was that legal ? 
Certainly not, but profitable for the shop. 
Unless prices started up and kept on going. 
If they did, the bucket shops took measures 

yes, sir, they took measures. 

» « 

Am I keeping you up? asked the Man- 
Who-Never-Forgets-Anything, lifting his 
legs to our desk top. Well, anyway, these 
bucket people had more gall than Hitler in 
their loose regard for other folk’s rights 
and property. One day, I recall, when the 
market had been creeping forward for a 
week or so, Union Pacific turned “soft” of a 
sudden, while the others were going ahead. 
The price went off a half-point with noth- 
ing to explain the dip. Then 500 shares 
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came out, then 500 more in hundred-share 
lots. Bang! The price was off a couple ot 
points from the quotation of fifteen min- 
utes before. The selling stopped. Twenty 
minutes later the stock was back to the 
level where the drop began. 

» « 

Do you get it? Some bucket chain was 
shaking out its customers in Union, a trick 
that was pulled more than once in a rising 
market. Sure, those sales cost the bucket 
shop keepers something, but the loss they 
took selling the stock short and covering at 
a higher price if they had to, was only a 
flea-bite beside the profit they made on the 
shakeout. The old-fashioned chains had 
thousands of customers. They were organ- 
ized, with central headquarters where daily 
records were kept of the business done by 
each office; and when too many buyers had 
too many stocks for bucketeer comfort, they 
were taken—and how! 

» « 

The Stock Exchange battled the bucket 
shops up and down the land. The shops 
had to get floor quotations, y’see, and that 
was their weak point. The Exchange went 
after “em by clamping down on the distri- 
bution of quotes. The telegraph and tele- 
phone people cooperated, and the police got 
tougher and tougher. After the heat had 
been turned on for a while, the technic of 
bucketeering changed. The wolf's hide 
grew wool over it but the wolf was inside, 
the same as ever. 

Along about 1920—no, it was 1921, when 
the stock business turned pretty poor after 
a kind of short-waisted business depression 
came along that year—the financial district 
found a lot of queer brokerage offices right 
in its midst. If you will look into the news- 


paper files of 1g21 and 1922, you will learn 
something. These odd concerns kept mak 
ing a profit when Stock Exchange firms 
were hard put to it to make both ends 
meet. You couldn't get a thing on ‘em. 
They kept books and customers’ rooms, 
and invited inspection by anyone. They 
required the same margins as Stock Ex 
change firms did, and they did a hell of a 
lot of business on the exchanges. 

Yes, sir, they looked lily white, and had 
Stock Exchange firms tearing their hair be 
cause they were getting the business. Ad 
vertising heavily out through the country, 
and so on. Smooth! The lads in these houses 
were slicker’n silk. Anyone could take an 
accountant into the back office and see the 
records—so long as nobody was too curious 
about customers’ securities in the vault. 

» « 

Bucket shops? Sure, they were bucket 
shops. It was mostly a falling market, there 
in 1921, remember, and the down side 
spelled opportunity for the bucketeer. The 
trick of it was that the stock bought for 
customers was sold out again, right away. 
As the market kept on declining, not too 
many customers would want to take up 
their stocks at the same time, and the phony 
brokerage offices were always strong in 
cash. It was a great racket while it lasted. 
One firm finally failed for $5,000,000. 

» « 

Yes, sir, a beautiful racket, and a victim 
of circumstances in the end. The unright 
cous get tripped up, sooner or later, but not 
often in the unusual way that the damper 
was put on bucketeering. The bucketing 
boys knew most of the answers when it 
came to fraudulent stock juggling. A prob 
lem in economics got ‘em down, though, 
and kept ‘em there. The market started to 
rise and went on up! The misnamed brok 
erage houses, being out of customers’ stocks 
when the customers wanted to sell “em at a 
profit, dropped out of business in a hurry. 
A dozen folded their tents, like the Arabs, 
and disappeared in a single week. 

The moral is, mavbe, that you can fool 
people some of the time, but you can’t con 


trol economic conditions. 








NEW COMP 


, | 10 the long list of nationally-known 
products represented by companies 


which have securities listed on the New 


York Stock Exchange add the name of 
Hires Root Beer. The capital stock of 
The Charles E. Hires Company was ad- 
mitted to trading on February 24. 

Like many another enterprise that has 
grown through the years until it has at- 
tained national stature, the Hires Com 
pany was started by one man, an idea, 


and a few hundred dollars. 


ANIES 


ing and selling flavoring extract to other 
druggists, Mr. Hires saw a new oppor- 
tunity in the refreshing tea brew. 

Food specialists and physicians were 
consulted; experiments were made. 
Then from Mr. Hires’ drug store in 
Philadelphia, Hires Root Beer was intro- 
duced commercially. At the Philadelphia 
Centennial Exposition in 1876 the root 
beer was dispensed from a prominent 


booth and visitors from all parts of the 


country had their first opportunity to 

























Hires Root Beer is carbonated and bottled at one of the company’s distributing plants. 


‘| he 


the 


man was Charles E. Hires, and 


idea occurred to him when, as a 
young chemist vacationing in New Jer 
sey in the 1870's, he happened to taste a 
tea brewed by a farmer’s wife from 
sweettern, sassafras and teaberries. 


\lready in the business of manufactur 


try the refreshing new soft drink. 

The present-day business of the com- 
pany is conducted through two manu- 
facturing plants at Philadelphia, Pa., and 
Montreal, Canada, where Hires syrups 
are produced; and through a chain of 


twelve company-operated bottling plants 


THE CHARLES E. HIRES 
COMPANY 


THE 
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Capital Stock, $1 par value 
TICKER SYMBOL: HRS 









where the carbonated beverages are 
made. Either through its own bottling 
plants, or through franchised bottlers to 
whom it sells syrups, the company 
serves most of the principal cities in the 
United States and Canada with “Hires” 
trade-marked products. 

Converted into six-ounce sales, the 
total output of Hires Root Beer in 1940 
amounted to 692,341,342 glasses. The 
company also sold 1,274,971 gallons of a 
distilled drinking water known as 
“Purock Water,” and it sold or leased 
5,324 electric water coolers. 

Hires has its own sugar plantation in 
Cuba through a subsidiary, Hires Sugar 
Company, which owns approximately 
12,000 acres of land and has another 3,600 
acres under lease in the vicinity of Car- 
denas, Cuba. The plantation has its own 
railway system, sugar mill, warehouses 
and wharf, from which the raw sugar is 
lightered to ships or to local refineries. 
The mill has a capacity of approximately 
100,000 bags of raw sugar containing 325 
pounds each, per season. 

The total output of Hires Root Beer 
(6-ounce glasses) and net profit of the 
company throughout the past five fiscal 
years (ended September 30) have been 
as follows :— 

Net 
Profit 


Output of 
Root Beer 


( Glasses) 


1936 435,919,159 $288,503 
1937 612,072,779 713,174 
1935 057,720,159 601,011 
1939 654,345,041 SO0,T15 
1940 692,341,342 $62,029 


The number of employees of the com- 
pany varies from some 526 in the Winter 
months to approximately 816 during the 


peak of operations in the Summer. 
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HE nation’s principal securities 

market is filling an increasing need 
in facilitating the flow of capital to de- 
fense industries. Since the national de- 
fense program was initiated, additional 
companies in the automotive equipment, 
petroleum, shipbuilding and steel indus- 
tries have listed their securities on the 
New York Stock Exchange. And with 


the listing on March 17 of the common 


/ 
stock of the Van Norman Machine Tool 
Company, the Exchange extends its 
sphere of service in another essential de- 
fense industry. 

As in the case of other machine tool 
companies, Van Norman’s current oper- 
ations are at an alltime record high 
level. As manufacturers of milling ma- 
chines, oscillating grinders and automo- 
tive repair equipment, the company has 
seen the number of its employees grow 


from 300 1n 1935 to 1,600 in the early part 


of this year. Meanwhile gross sales have 


increased from $1,244,120 to $4,461,188; 
and machine tools, which made up only 


30 per cent of the company’s total output 


in 1935, accounted for S2 per cent of its 
total sales last year. 

Mounting orders have speeded devel 
opment work in the company’s engineer 
ing department. In the machine tool divi- 
sion a new bed-type production milling 
machine has recently been completed. A 
vertical ram-type miller of new design 
has also been developed and sold to sev- 
eral aircraft and automobile factories. 

Four times within the past five years 
the company has enlarged its main plant 
at Springfield, Mass. At the conclusion 
of this expansion program, which in- 
volved a total cost of approximately 
$11 3,000, it had about 9,400 square feet 
of floor space in a main building, and 
also a casting and snagging shed and a 
heavy casting machine shop. Then last 
June it acquired an additional plant 
which gave it another 26,000 square feet 
of space. And in October the company 
purchased the National Equipment 
Company, including a three-story plant 
with 200,000 square feet of floor space. 


The National Equipment Company was 


Machine tool workers for national defense:—Here a trainee learns to operate a drill press at 


Brooklyn Polytechnic Institute 
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One of the latest models of milling machines 
developed by Van Norman Machine Tool Co. 


formerly in the business of manufactur- 
ing machinery used in the making of 
confectionery, which gives an idea of 
where some of the new machine tool 
capacity is coming from. 

Gross sales and net income reported 
by the company for the past six years 
have been as follows: 


Gross Sales Net Income 


1935 $1,244,120 S1O8,819 
1920 1.001.500 29,049 
1937 2,059,715 3475330 
1g25 2,019,011 302,931 
1G 39 2,170,017 250,540 
1940 4,401,158 533.259 


Foreign sales, which accounted for 
only 15'5 per cent of the company’s total 
output in 1936, reached a high of 53 per 
cent in 1938. Orders in connection with 
the national defense program have since 
reduced this proportion. In February of 
this year unfilled orders on its books 
were reported by the company as being 


“well in excess” of $2. WOOK 


Sampling of List Reveals Stockholder Growth 


(continued from page 1) 


If this is a situation which the govern- 
ment laments, it would seem that to be 
consistent it must encourage the widen 
ing circle of security-holders which the 
New York Stock 


change makes possible. 


market on the Ex 


It is possible to cast up the facts dis 
closed in these governmental surveys in 
a light 


such as to reflect unfavorably 


upon business and the securities markets. 


only when they are placed in proper re- 
lationship to events of other years. 

If the financial history of the fifty com- 
panies cited is any criterion—and the ex 
perience of the Exchange’s statistical de- 
partment indicates that it is—then many 
more people own corporate securities to- 


day than in the boom times of 1929. 


And the number of part owners in 


American industrial enterprise was far 


the era of public ownership had its start. 

From accomplishments thus far a 
prophecy may be ventured. With small 
stockholders predominant in the great 
majority of publicly-owned corporations, 
the prospect is that the ownership of in- 
dustrial companies will be further parti- 
tioned among investors in the lower 
income brackets during the next year or 
so. Defense production is tending to lift 
$2,000 to $4,5' 0 incomes above the $5, 100 


level, providing surplus funds tor invest- 


ment among many people who previous- 


But facts of this nature acquire meaning — greater in 1929 than, say, in 1g10—before ly were unable to acquire securities. 








MONTHLY STATISTICS—NEW YORK STOCK EXCHANGE 
1941 1940 1940 
MONTH END DATA FEBRUARY = JANUARY DECEMBER FEBRUARY 
1. Shares Listed (Mil.) 1.455 L455 1455 1,441 
2. Share Issues Listed (No.) 1,228 5228 1,230 1,236 
3. Par Value of Bonds Listed (Mil. $) 34,225 94,139 94.169 33,937 
4. Bond Issues Listed . : (No.) 1,292 1,292 1.295 1,387 
5. Total Stock and or Bond Issuers (No.) 28 1,285 1,284 1,300 
6. Market Value of Listed Shares (Mil. $) 39,398 10,280 11,891 16.058 
7. Market Value of Listed Bonds (Mil. §) 90,278 90.374 50.831 19.605 
8. Market Value of All Listed Securities . (Mil. $) 89,676 90,654 92,722 95,663 
9. Flat Average Price All Share Issues... ww ee OSD Sidi 38.70 39.40 10.54 
10. Shares: Market Value—Shares Listed. 2. 2... ee OS) 27.08 27.68 28.80 31.96 
ll. Bonds: Market Value—Par Value . ($) 92.72 93.05 93.84 91.97 
12. Stock Price Index (12/31, 24-100) (%) 53.8 39.0 SF Be 63.6 
3. Shares in Short Interest (Thou.) 187 198 159 186 
14. Member Borrowings . 2. . 2. . (Mil. $) 103 113 
Per Cent of Market Value of Listed Shares . (%) 1.02 1.03 
15. N. Y. S. E. Members’ Branch Offices (No.) 958 967 978 1,049 
16. Total Non-Member Correspondent Offices . (No.) 3,363 3,368 3,386 3,786 
DATA FOR FULL MONTH 
17. Reported Share Volume . . . . . . SSCS Thou.) 8,969 13.313 18,397 13,471 
Daily Average (Incl. Saturdays). . . . . . . . (Thou) 108 312 736 586 
Daily Average (Exel. Saturdays) . . . . . . . (Thou.) 125 550 776 636 
Ratio to Listed Shares. . . . . .. .. . se (%) 0.62 0.91 1.26 0.93 
8. Total Share Volume (Incl. Odd Lots). 2. . . ) . ) .) .) S «(Theu.) 19.367 23.091 18.541 
19. Money Value of Total Share Sales . . 2.) .) . .SSSCOC hou. $) 519,344 596,796 186,918 
20. Reported Bond Volume (Par Value) . . . . . . = . (Thou.$) 123,647 230,987 211,237 120,384 
Daily Average (Inel. Saturdays). . 2. 2.) .) .) . SOC Thou. $) 3,620 8,884 8,449 3,234 
Daily Average (Exel. Saturdays) . . . . . . =. (Thou.$) 6,041 9,624 9,027 5,703 
Ratio to Par Value of Listed Bonds. . 2. . 2)... U%) 228 A427 390 223 
21. Total Bond Volume (Par Value) . . . . . . . =. (Thou.$) 248.732 221,475 127,344 
22. Money Value of Total Bond Sales...) . ) .) .) .)S SOC Thou. §) 125,090 103,243 81,807 
23. N. ¥. S. E. Memberships Transferred (No.) 9 9 10 6 
Average Price... (S$) 28.625 33.200 33.857 53.000 
24. Stock Clearing Corporation: 
Value of All Contracts . ns (Mil. §) 1,354 1.595 1.859 1,399 
Average Price of Settled Shares . (S$) 9.7 23.3 21.8 22.9 
Notes: Source of the data is N.Y.S.E. Items 13, 14, 18, 19, 21, 22 and 24 are as of ledgers which normally reflect transactions 
up to the close of the second full preceding business day. Item 24: Value of all contracts is based on Day and Night 
Branches combined: average price of settled shares is based on share balances settled through the Day Branch. *For 
description of new series. see Member Borrowings Release of February 3, 1941. 
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San Francisco 


Served by offices of nine Neu 


a subdued, San Francisco held to the frontier York Stock Exchange firms 
tradition long after most of the country had become 

more staid. When it seemed that pioneering opportuni- J. BARTH & CO. 

ties were nearing an end, a new gold strike at Tonopah, 82 Calitornia Street 

Nevada, in 1905, brought profit to San Francisco inter- DAVIES & CO. 

ests. And before this had gone the way of all mining Russ Building 

booms, crude oil was spouting up new wealth for E. F. HUTTON & CO. 
California. 


160 Montgomery Street 
MERRILL LYNCH, 
E. A. PIERCE & CASSATT 


301 Montgomery Street 


Industrialization came more slowly to San Francisco. 
It had mainly light manufactures at first. Today its indus- 
tries include shipbuilding, petroleum refining, automobile 
manufacture, canning and preserving of fruits and vege- pale acl 
tables, lead smelting and refining, meat packing, cane SCHWABACHER & CO. 

: ‘ ‘ 6s 600 Market Street 
sugar refining, the manufacture of cigarettes, shipping 


and many others. STRASSBURGER & CO. 
California leads all other States in the money total 133 Montgomery Street 

of contract awards under the defense program. The SUTRO & CO. 

San Francisco-Oakland area alone has approximately 107 Montgomery Street 


$800,000,000 of defense contracts. With industrial plants 
burgeoning on all sides, one San Francisco spokesman 
has said that the national defense program will do more 
to stimulate manufacturing in the West than a decade of 
normal industrial expansion, 


WALSTON & CO. 
265 Montgomery Street 
DEAN WITTER & CO. 


1S Montgomery Street 





WHEN YOU WANT TO BUY OR SELL Bee URITIES, LOOK FOR THE TITLE 
“MEMBERS NEW YORK STOCK EXCHANGE” 








12,000,000 
PARTNERS 


The hallmark, ‘Listed on the New 
York Stock Exchange,” is respected 
by a vast section of the owners of 
American corporate enterprise. 

Rising incomes in connection with 
defense production now forecast a 
significant expansion of investment. 

Twelve millions, the estimated total 
of the nation’s stockholders today, 
afford a strong foundation for tomor- 
row’s growth . . . and impress upon 
corporations the practical merit at- 
tached to listing on the country's prin- 
cipal market place. 


MEMBER FIRMS PROVIDE COUNTRY- 
WIDE SERVICE FOR TRADING ON 
THE NEW YORK STOCK EXCHANGE 











